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Mexico: Successful Onshore

Oil and Gas Auctions

Mexico’s National Hydro-
carbons Commission
(CNH) auctioned 21 of
24 onshore blocks in two
events (Rounds 2.2 and
2.3) July 12, holding a
combined potential equiv-
alent of oil and gas re-
serves of 435 million bar-
rels. Ten companies,
grouped into six bidding
consortia from North
America and Asia, won
the contracts in Mexico’s

northern border Burgos
Basin and Southeastern
Basin blocks, which CNH
announced would attract
investments of over $2
billion during the 30-year
contract period.

CNH said

the govern- - L

ment will

receive on
average 75
percent of
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block revenues. These
auctions offered blocks

with more natural gas and

other valuable non-oil
hydrocarbons (ethane,
propane, and butane),

than previous auc-

tions. Mexi-

co’s state oil

firm Pemex
- | discovered
the blocks
but did not

develop

them. Energy officials
projected the 21 blocks
could yield 79,000 barrels
of oil per day (bpd), 378
million cubic feet per day
of natural gas, and gener-
ate 20,500 jobs by 2025.

Winning bidders took
seven of 10 blocks in
what was the first up-
stream auction featuring
natural gas since Mexico’s

(continued on page 5)

Panama: Reflecting on the First Year of the Panama

Canal Expansion

The expanded Panama
Canal’s first year of oper-
ations has exceeded ex-
pectations, benefiting the
Panamanian economy
and increasing overall
shipping flows in the
United States. The $5.5
billion expansion project
included a new set of At-
lantic and Pacific locks

and created a wider third
lane of traffic, which
opened on June 206,
2016. The third lane in-
creased the load bearing
capacity of ships from
5,000 to up to 14,000
twenty foot equivalent
units (TEUs); doubling
the cargo capacity of the
new waterway. During its

first year, the Panama Ca-
nal Authority (ACP) re-
ports that more than 1,500
Neo-Panamax ships have
passed through the ex-
panded Canal, and 15 out
of 29 liner services that
use the Canal are now tak-
ing advantage of the larger
locks. This translates to
an average of 5.9 transits a

day, surpassing original
forecasts of 2 to 3 transits
for the first year of opera-
tion, albeit still below the
final target of 12 daily
transits. Container ships
made 51.3 percent of the
transits during this period,
liquefied petroleum gas
(LPG) vessels 31.5 percent,
and liquefied natural gas
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Panama (continued)

(LNG) vessels 9.1 per-
cent. Other traffic in-
cluded bulk carriers,
tankers, car carriers, and

passenger vessels.

Overall cargo tonnage
passing through the Ca-
nal is up 22 percent over
the same period last
year. The ACP is on
track to provide the Pan-
amanian government
with more than $1.6 bil-
lion in FY 2017, com-
pared to $1.01 billion in
FY 2016. Authorities
attribute gains in revenue
this fiscal year directly to
the new locks. Transits
of Japanese, Mexican,
and Colombian vessels
have increased, but the
United States and China
remain the Canal’s largest

users.

The Canal expansion has
facilitated an increase in
U.S. East Coast shipping
volumes. Since the expan-
sion, 42 Neo-Panamax
ships transiting the Canal
have originated in Miami,
and the port has received
70 such ships following
passage through the Ca-
nal. The Port of Savannah
has experienced a 12 per-
cent increase in the volume
of containers passing
through the Canal (and a
siX percent increase in
overall volumes). A record
1.21 million cargo contain-
ers moved through the
Port of Chatleston in FY
2017 so far. The port’s
best year to date included a
port call of the largest ship

ever to call on Chatleston.

Transportation of LNG
through the Canal has
grown substantially, given
the capacity of the third
lane to accommodate al-
most 90 percent of the
global LNG fleet, and 138
LNG carriers transited the
canal this past year. Ac-

cording to an ACP spokes-

person, “On average, 5.2
LNG vessels have transit-
ed the Canal per

week.” American produc-
ers have moved to capital-
ize on this route, which
takes 20 days from the
U.S. Gulf Coast to Japan,
with the opening of the

first LNG export facility in

the Gulf and four more
scheduled to be completed
by 2021.

Even though the ex-

panded locks hold more
water than the original
locks, the ACP reports
that the recycled water
from the new locks’ sav-
ings basins allows the
Canal to save seven per-
cent in overall water us-
age. This is crucial, as
water supplies define the
Canal’s operating param-
eters; past shortages have
forced the ACP to limit
transiting vessels’ drafts,

restricting their cargo-
carrying capacity.

El Salvador: Online Permit Platform Speeds Approvals

Environmental permit-
ting has posed a major
investment obstacle in El
Salvador, particularly in
the construction sec-
tor. El Salvadot’s con-
struction syndicate
(CASALCO) has long
advocated for permitting
progress, and began
working with the Salva-
doran Ministry of Envi-
ronment and Natural
Resources (MARN) in

November 2014 on a new
system. On July 11,
MARN kicked-off an auto-
mated online environmen-
tal permitting system that
increases transparency and
efficiency for companies
submitting environmental
impact assess-

ments. MARN’s new sys-
tem represents the first-of-
its-kind online platform
that could stand as a mod-

el for other countries in

the region. USAID and
the U.S. Environmental
Protection Agency (EPA)
provided $3 million of
support for technical as-
sistance and capacity
building within the Min-
istry, including
wastewater and solid
waste management, and
the enforcement and ap-
plication of environmen-
tal laws. This funding
included $750,000 worth

of technical support in
training, workshops, and
assessments led by EPA
technical staff to improve
the skills and abilities of
Ministry personnel. The
new system consolidates
27 previously-existing per-
mit forms into one online
form and eliminates unnec-
essary pre-requisites to
shorten response times.



Mexico's 15-Year Electricity Plan Seeks to Boost

Energy Security, Clean Power

Mexican Energy Secretariat
SENER’s annual long-term
Electricity Development Plan
(PRODESEN) aims to attract
$105 billion in private and public
investment as the country dereg-
ulates and opens up its power
sector to foreign and domestic
competition. SENER’s latest
long-term Electricity Develop-
ment Plan (available at http://

www.oob.mx/sener/acciones-vy-

programas/programa-de-

desarrollo-del-sistema-electrico-

nacional-33462), released on

June 7, seeks to increase national
electricity generation by 43 per-
cent, from 319,400 gigawatt
hours (GWh) in 2016 to 456,700
GWh by 2031. It calls for in-
creasing the share of clean pow-
er generation (solar, wind, geo-
thermal, nuclear, hydro, and effi-
cient combined cycle) from 20.3
percent currently to 46 percent
in 15 years, see Chart 1. Pro-
gress is underway, with two
power auctions in 2016, the first
of their kind in Mexico, yielding
contracts with commitments of
roughly 14,300 GWh in new
power generation.

The Plan assumes national elec-
tricity demand will grow three
percent annually and calls for
487 new privately-funded gener-
ation projects, mostly clean ener-

gy projects estimated to cost a total

of $85.3 billion over the 15-year
timeframe. Just over half of this
investment would be concentrated
in the states of Veracruz, Oaxaca,
and the U.S.-Mexico border states

of Tamaulipas, Coahuila, and Nue-
vo Leon. Major projects on the list

include a2 950 MW combined cycle

plant under construction in Nuevo

Leon to begin operations in 2018;
a 300 MW wind power plant in
Tamaulipas expected to start oper-

ations in 2024; and construction of

two nuclear units of 1,360 MW
each in Veracruz near the existing
Laguna Verde Plant, one of which
would be completed in 2030 and
the other in 2031.
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The SENER Plan proposes add-
ing nearly 15,000 miles of trans-
mission lines, to the almost 65,000
miles currently installed nation-
wide, through public-private part-
nerships at a cost of $11.6 bil-
lion. The Plan anticipates upgrad-
ing existing electricity infrastruc-
ture to reduce system congestion
and increase reliability. Significant
transmission projects would in-
clude: connecting the currently
isolated Baja California peninsula
to the national mainland grid
through underwater lines; increas-
ing interconnection with the Unit-
ed States (via East Mexicali to Im-
perial Valley, CA); and improving
the Yucatan Peninsula’s connec-

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Fuente: Elaborado por la SENER

Chart 1. Planned electricity generation matrix development.
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Mexico (continued from page 3) s
tion to the national grid which plans to: increase electricity access projects will reduce technical and
will allow wind power in the (to reach 99.8 percent of the popu- non-technical losses (theft), which
southeast to meet growing de- lation by 2031); improve energy in 2016 amounted to almost 15
mand in the center of the coun- efficiency by reducing losses due to percent of energy generated and
try. equipment or other technical defi- $1.9 billion in lost revenue. SEN-
The Plan’s distribution system CiénCieS; arlld implemen.t a émart ER plans to t?Ckle these problems
. . . grid metering and monitoring sys- with new equipment, better
projects (i.e., bringing the power N . . .
to residential and commercial tem to facilitate better accounting maintenance, stronger surveil-
(i.e., more revenue) and power lance, and tougher regulations.

consumers) would cost an esti-
mated $8.4 billion. Through pub-
lic-private partnerships, SENER

Cacao from Peru - The Win-Win Crop that Feeds the
American Confectionary Industry and Helps Fight
the War on Drugs

management when usage
spikes. SENER anticipates these

U.S. foreign assistance to Peru dustry is composed of 400 com-

not only eliminates coca used panies employing 70,000 in U.S.

to supply billions of dollars of manufacturing and confectionary

cocaine to the world market jobs. Latin America provides 28

each year; it helps seed a flour- percent of the raw cacao upon

ishing cacao industry that of- which the U.S. confectionary in-

fers licit alternative livelihoods dustry relies. The value of U.S.

imports of raw cacao beans from
the Latin America and Caribbean

to former coca farmers and

boosts American production

now grow cacao, among other

region grew by 146 percent from
2010-2015: from $163 million
(13 percent of total U.S. cacao

and jobs. Peru is a top source licit crops, which helped Peru

of fine aromatic cacao that . . .
increase its cacao production by

small and medium-sized busi-
an average of 17 percent annual-

nesses in the United States use ) bean imports) to $401 million (28
' y between 2009 and
to manufacture artisanal choc- . percent). In 2016, Peru was the
2015. Many U.S. small business- .
olates. USAID works with , fifth largest supplier of cacao to
N es are reaping the benefits. .
34,000 families — 150,000 men, the United States. Peru exported
women, and children — to tran- Helping Peruvian cacao farmers 80,000 metric tons of cacao
sition from coca to licit crops, boosts the U.S. economy, since worth $284 million, up from
principally cacao. Were these raw cacao is the key ingredient $146 million in exports just three
households all to return to in chocolate. In 2014, chocolate years prior. U.S. businesses
growing coca at 2011 levels, 80 accounted for $20 billion of the bought 10 percent of total Peru-
metric tons of cocaine, valued $34.5 billion of U.S. confection- vian cacao exports by volume
at $2.4 billion dollars, would ery sales. According to the U.S. and 15 percent by value in 2016.

Department of Agriculture
(USDA), the U.S. chocolate in-

flood into world markets each
year. Instead, these farmers



Mexico (continued from page 1)

2014 energy auctions began. All
but one of the seven blocks are in
the gas rich Burgos Basin across
the border from Texas. CNH
limited participation to companies
with proven oil and gas operator
experience on at least three pro-
jects since 2012 and investments
of at least $250 million in explora-
tion and extraction. Contracts
include local content requirements
of 26 percent during the explora-
tory and evaluation periods and
27 percent in the first year of de-
velopment, increasing annually to
38 percent by 2025.

Some analysts predicted the natu-
ral gas auction might be less at-
tractive due to low global gas mar-
ket prices, but bidding proved
fierce for some of the blocks, with

winners paying the government

an extra $88 million to break bid
ties. The blocks, which range in
size from 349 square kilometers
(km?) to 479 km?, are expected to
contain both dry and wet natural
gas, the latter composed of
ethane, propane, and butane, all
marketable to the petrochemical
industry.

Round 2.3 auctioned another 14
onshore exploration and extrac-
tion blocks spanning the Burgos,
Tampico-Misantla, Veracruz, and
Cuencas del Sureste
(Southeastern Basin) areas. Most
of the blocks are smaller than
those in Rounds 2.1 and 2.2, av-
eraging 185 km?, with the small-
est block estimated at 72

km?2. The 14 blocks hold a pro-
jected 251 million barrels of oil
and gas equivalent. All bidders
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(18 operators and 13 financial part-
ners) were prequalified. A Mexican
company won the most blocks in
round 2.3. Bidding alone, the com-
pany took five of 14 blocks.

Several companies that won previ-
ous bids are beginning exploration
and production on their blocks as
other rounds continue. The next
auction, Round 2.4, to be held on
January 31, 2018, will offer 30 deep-
water blocks in the Gulf of Mexi-
co. Rounds 2.2 and 2.3 were the
seventh and eighth auctions open to
private investors under Mexico’s
energy reform. CNH has approved
a total of 70 contracts from which it
expects nearly $59 billion of invest-
ment to flow into the Mexican enet-
gy sector in coming years.

Canada: Infrastructure Spending Plan Unveiled

Canada’s Ministry of Transporta-
tion unveiled a C$2.1 billion trade
and transportation infrastructure
plan on July 4. The announced
spending plan, named the Na-
tional Trade Corridors Fund
(NTCF), points to the need to
address infrastructure related bot-
tlenecks at bridges, tunnels, and
ports in order to facilitate trade.

The C$2.1 billion is part of the
C$10.1 billion Trade and Trans-
portation Corridors Initiative
(TTCI) that will fund trade and

transportation projects over 11
years. The TTCI was laid out in
the Trudeau government’s 2017
budget. Approximately C$5 bil-
lion of the C$10.1 billion will be
allocated to the Canada Infrastruc-
ture Bank established to leverage
both public and private capital for
infrastructure spending.

The initial projects will range in
size from C$5 to C$25 million and
applicants are asked to submit ex-
pressions of interest by September
5. In addition to investing in trade

related infrastructure, the NTCF
will provide C$400 million to fund
transportation projects in Canada’s
three Northern territories—
Yukon, Northwest Tetritories and
Nunavut—and to National Air-
port System (NAS) airports with
annual passenger volumes below
600,000 (small NAS airports).
Calls for proposals for these pro-
jects specific to Canada’s northern
territories will be issued starting in
2018.
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Recife: U.S. Commercial Potential in Renewable
Energy On An Island Paradise

The U.S. Consulate Gen-
eral in Recife used a State
Department Office of
Global Partnerships
grant to support the state
of Pernambuco’s initia-
tive to turn Fernando de
Noronha, an island para-
dise off the state’s coast,
into the first 100 percent
renewable energy loca-
tion in the country, and
one of the first in Latin
America. The grant
aimed to strengthen pub-
lic-private relationships
and showcase innovative
U.S. clean technolo-

gy. As a result of U.S.
government engagement,
several U.S. companies
are working on potential-
ly multi-million dollar
deals on the island.

The first phase of the
Fernando de Noronha
project included a three-
day conference in April,
organized in collabora-
tion with the U.S. Fot-
eign Commercial Service,
California-based non-
profit Renewables 100
Policy Institute, and the
State of Pernambu-

co. The event attracted
more than 200 partici-
pants and highlighted
commercial opportuni-

ties in Brazil’s renewable
energy sector, with a spe-
cial focus on Fernando de
Noronha. As part of the
second phase, on July 8-11,
eight U.S. specialists from
the public and private sec-
tor visited the island to
assess the energy transfor-
mation project and identify
U.S. commercial opportu-
nities. The Fernando de
Noronha program includ-
ed visits to existing solar
plants, the desalination
plant, the waste manage-
ment plant, as well as brief-
ings on the infrastructure
and regulatory framework
on the island.

The U.S. delegation identi-
tied eight potential areas
for commercial opportuni-
ties:

Solar energy gen-
eration. An innovative
U.S. company is working
with CELPE (the electrical
utility for the island) on a
multi-million dollar deal to
provide a 3MW clean ener-
gy storage solution that will
significantly reduce the
island’s reliance on die-
sel. The island already has
two solar plants that com-
bined account for IMW or
10 percent of the island’s
energy demand.

Energy Efficien-
cy. As a UNESCO wotld
heritage site and ecotourist
destination, the island has
a market for energy effi-
ciency products and ser-
vices from LED bulbs to
green architecture.

Microwind. U.S.
and Brazilian experts alike
agreed that solar energy
would not be sufficient to
meet energy demand and
CELPE is interested in
supplementing solar with

microwind.

Electric Vehi-
cles. The State Secretary
of Envitonment and Sus-
tainability negotiated spe-
cial low-interest financing
with a private bank and is
looking to partner with an
electric vehicle manufac-
turer to provide affordable
alternatives to the nearly
1,300 vehicles on the is-
land.

Biogas. Fernando
de Noronha is already ex-
perimenting with using
organic waste to supple-
ment the energy supply,
but this source is underuti-
lized.

Biofuel. Com-
mercial flights to and from

the mainland generate
more than fifty percent of
the carbon emissions for
the island. Consequently,
the state government is
focused on helping the
island’s commercial carti-
ers source biofuels. Brazil-
ian airline GOL is in con-
versations with a U.S. bio-
fuel company starting op-
erations in Northeast Bra-
zil.

Water nexus. The
primary source of water on
the island is the desalina-
tion plant, which also con-
sumes the most energy on
the island and is in dire
need of an upgrade. The
U.S. Consulate is working
with UCLA and Compesa
(the water agency) to iden-
tify specific products and
services that U.S. compa-
nies could provide to make
the plant run more effi-
ciently.

Integrating solu-
tions. Cutting-edge U.S.
technology companies are
interested in supporting
the island’s transformation
by deploying innovative
technologies to integrate
new power generation sys-
tems.
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Montreal: The Next Silicon Valley of Artificial

Intelligence?

More than 150 Al re-
searchers work in Mon-
treal, one of the largest
concentrations of experts
in the world. The field
includes academic insti-
tutions and startup com-
panies, as well as multi-
national companies that
have opened offices in
Montreal to tap into Al
talent. Montreal benefits
from low energy costs
for powering large data
centers and a high con-
centration of academic
institutions with Al ex-
pertise. The first Mon-
treal Al Forum was held
in May, bringing together
Al experts from around
the wotld for collabora-
tion during the annual
Montreal-based C2
(Commerce + Creativity)

conference.

Recife (continued from page 6)

Why has Fernando de No-
ronha, a small island of
5,000 dwellers and 100,000
annual tourists, captured
the attention of important
U.S. companies? Private
sector representatives that
participated in the program
explained that the island’s

In September 2016, the
Canadian government
granted $75 million to the
Université de Montréal,
HEC Montréal, and Poly-
technique Montréal to cre-
ate IVADO, an institute
for data science and artifi-
cial intelligence. IVADO
has a network of over
1,000 academics, who seek
to link academic research
with the business needs of
organizations and effec-
tively create processes for
the utilization of big da-
ta. Data scientists are at
the forefront of Al pro-
jects, given the need for Al
to process large data sets in
order to “learn.”

Many local AT experts en-
vision Al growing in the
healthcare, manufacturing,
cybersecurity, financial
technology, and transpor-

pristine natural beauty and

small size along with the
state’s political will to sup-
port the energy transfor-
mation converge to offer
an ideal testing laboratory
for new clean technology
solutions. The island can
showcase energy solutions

tation sectors in the next
ten years — citing examples
from health care, including
improved detection of
cancer in image scans, to
transportation and autono-
mous vehicles, to cyberse-
curity and tracking hacker
behavior. They under-
scored the key role of gov-
ernment in creating flexi-
ble laws around the use
and protection of proprie-
tary data to allow Al com-
panies to access aggregate
datasets. In Quebec, the
development of Al in the
healthcare sector is imped-
ed by the fact that re-
searchers can currently
only gain access to data
from a limited number of
clinical study patients, ra-
ther than the patient popu-
lation as a whole. Some
Al companies have largely

to be later replicated in

other areas and on a larger
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avoided the healthcare
sector in favor of cyber-
security and other sec-
tors where data is more
readily available.

In addition to the $75
million invested by the
federal government to
establish IVADO, Que-
bec will invest

$100 million over five
years to create an Al
cluster, with the goal of
positioning Montreal and
Quebec as key players in
Al research and innova-
tion. In March 2017,
Canada allocated $93
million to launch the Pan
-Canadian Artificial In-
telligence Strategy to
promote collaboration
between Al hubs in To-
ronto, Kitchener-
Waterloo, Montreal, and
Edmonton.



Other resources for anyone interested in

overseas business news:

and “Look South” websites:

http://export.gov/tradeamericas/index.asp

http://export.gov/tradeamericas/looksouth/index.asp

For Caribbean and Latin American Markets, the Department of Com-
merce has many resources to assist U.S. firms including market research, trade
show calendars, trade delegation calendars, etc. Check out their “Trade Americas”

Buqne QUSA

" Cannect. Grow.

The U.S. Government’s main website to assist U.S. businesses at home and
abroad. URL at http://business.usa.gov/

Unned Srates Department of State

ABIDS

Business Information Database System

The Business Information Database System (BIDS) is a portal built to help
U.S. businesses learn about significant international commercial opportunities.
The site connects U.S. business to detailed information about each project as
well as information to contact U.S. embassies overseas. URL at http://

bids.state.gov/

Direct Line@

For American Business

The Direct Line program provides a unique opportunity for American busi-
nesses, particularly small- and medium-sized enterprises, to engage directly via
webcast with U.S. Ambassadors overseas. The program is open to U.S. compa-
nies — whether they are already in the country where the Ambassador serves or
if they are interested in expanding their businesses there. Webcasts will vary in
topic according to the specific needs for business in a given country. URL at
http:/ /www.state.gov/directline/

PLEASE TELL US HOW
WE ARE DOING

Overseas Business Insights is for you.
Tell us how we can improve it, what
you think of it, what you are interested
in hearing about in the future, etc.

Contact us at WHA-OBI@state.gov

All issues of Overseas Business In-
sights are available upon request. Just
email us at the above address.

DISCLAIMER: The U.S. Department of State
provides the information contained in the Over-
seas Business Insights newsletter solely for our
readers’ information. Every effort has been made
to provide accurate and complete information.
However, neither the U.S. government nor the
Department of State guarantees or assumes any
legal liability for the accuracy, completeness, or
usefulness of any information disclosed in the
Opverseas Business Insights newsletter.
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